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OFFICE OF REPORTS AND LSTIMATES, CIA
FAR EAST/PACIFIC BRANCH

INTELLICENCE HIGHLIGHTS NO. 55
8 June -~ 14 June 1949

SECTICN I. SUMITARY OF FAR EAST TRENDS AND DEVELOPLENTS

US attempts to gain international status Cor Japan suffered
another setback when the Paris ITU oconference voted against seating
the Japanese dslegation (p. 2).

The YOSHIDA Government appears to be planning a purge of leftist
union members in govermment employ in the course of impending SCAP=-
oraered mass dismissale (p. 2).

The fairly serious and protracted border clash ir. isolated Ongiin
penlnsule, vhile presently quiescent, has led to a weekening of the
Republic of EKorea's security forces (p. 3).

The shif't of CCP "soldier-heros™ CILl and LIU from combat commands
to administrative tosks in the Yangtze valley may indicate that the
Chinese Communists are bscoming more concemmed with future peace than
present warfare (po 4). Heanwhile, the reenforcement of the Nationalist
position in Taiwan by troops evaouated from the mainland has compounded
%he c§nfusion there and Communist infiltration of the island continues

Pe B)e

TWrile Bao-Dai 8till faoes problems in the seleotion of his cabinet.

French militarists and coloninls in Indoohine continue to hope for a

zigor?us suppression campalpn which will restore firm French control
Pnse

The unexpected resignation of Senator Tansda from the Quirinista
fastion of the Liberal Party during the recsnt convention may further
wesken Quirino's position inm the November presidential race (p. 7).

— The marginal notations used in succeeding seotions of Tiis Veekly
("A"®, "B", or "C") indicate the importunce of the items in B/FE opinion
with "A" representing the most important,
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SECTION IXI. DEVELOPMENTS IN SPECIFIED AREAS
GENERAL

(TU membership for Japan blocked--The US received another major set~- "Rv
back in its attempts to gein full international status for Japan on

10 June when the Paris conference of the International Telescormunicsa-
tions Union voted 24 to 23 (with 7 abstentions) apgainst seating the
Japanese Government delegation. This action followsd previous con-
ference efforts to admit SCAP rewresentatives as observers and Japanese
lelegation members as technioians, a status which the US could not
accept without abandoning its position that Japan wae entitled to full
righte of ITU membership. To avoid compromising this pcaition further,
the SCAP representatives will now attach themselves to the US delegation,
and the Japanese members will not participate-

Despite the faect that Japan was admitted to full memhership in the
ITU without opposition at the vplenary session of the confeorence in
Atlentic City in 1947, France, ms host nation, refused last April to
extend an invitation to Japan on the yrrounds that SCAP®s approval of
Japenese membership was first subject to consideration by the Far Eastern
Couneil (FRC). The Commonwealth nations generally supported this view,
questioning not only the lerality of SCAP's muthority over Japan's
external affairs; but expressing concern over US attemptz to "chort-
circuit” the FUC. The US held that Japanese participation in interne-
tional affalrs wes neoessary for proper development of responsible
government in Japan, and that in the absencs of specific FEC policy
or US directive, SCAP had acted within its broad executive power provided
by the "Basioc Post-Surrender Polioy", It is this view which was opposed
by the 10 June conference vote., That the Commonwealth natiocns were
strongly opposed to the US view presages difficulties in implementing the
policy of progressive Japanese resumntion of international responsibilities
pending peace treaty negotiations and emphasizes once apain the confliot
batween the national interests of the US and its Western allies in the
Pacific, That the Soviet Satellite bloc was surprisingly quiet on the
question of Japan's participation indicates the probability that the
USSR is wary of nullifying the propagande effect of its recent neeaoc
treaty proposal for Japan.

JAPAN

Govermment firings aimed at "Subversives"--The YOSHIDA Government has e

indicated its intent to use the US-direoted employment reduotion program

dionmT—
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to eliminate "subversives" on its payrolls by proposing that all
"un~Japanese® Government off'icials be among those subjest o mass
dismdssal. Aecording to unofficial definition, "un-Japsness” Govern-
mont employees are: (1) persons disioyal to the Japansse Constibtution
and the Govermment and (2) persons who "meliciously engare ir destruc-
tive incitation." The Government ection undoubtedly contemplates a
sampaim against trade union elements emong Government worlkers, speci-
fieally those, strongly Communist-influenced, which in the past have
contributed to strike threats in key Govermment-cperated industries.

Tne interest of the conservative YOSHIDA Govermment in affecting
sush a purge hes been indiceated for some time. The danger: of infring-
Ing rights pguaranteed by Japansse law and of overriding opposition
politieal objections, as well as avolding damage to SCAP-instituted
reforms, have proved insurmcuntable to date, However much SCAP mey
gympathize with the removal of unstabilizing elements in the Japanese
Government service, Oocupaticn authoritise will sorutinize with care
sugpested Japanese procedures for possible violation of Cocupation
objectives,

FOREA

Berder clashes continue-<Following the withdrawal of US border troops
along the 38th Parallel in January 1949, incidents have continued at
an accelerated rate and on & larger scale., A major enarement in the
Kaesong area, 30 miles north of Seoul, in sarly May has been followed
by a longer battle on the Ongjin peninsula, invelving a renorted 2,400
Korean Army personnel, 800 National Folice, and 1,000 north Xorean
“roops, Actlon oontinued at intermittent intensity for more than two
weeks and has now diminished to sporadic raide, while nortk Korean
foroes still hold = salient south of the 38th Parallel,

The Korsan Republie sannot maintain the defenses of the Oagiin
peninsula apainst strong attack because the arse can be supplied frow
the south only Ly sesa. Despite this obvious tactiocal disadvantare and
“he warninrs of US advisors, over 1,500 troops weras dispatched 1o rein-
rorse the Ungjin garrison when fighting developed., The Korean Govern-
ment's determination not to yield an inch of sacred soil, if asdhered
to in other areas asz untensble as Cngiin, could eventually result in &
serious weaekening of the security forces nresently deployed in pood
defenasive alignment alonpg the prinoiple corridors between Seoul and
the border,

It is usually impossible to determine whether a specific border
incident has been precipitated by northern or southern sction end mest

PRFATAEEE
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of ths continuing incidents appear to have only local sipnificence.

There is no question, however, but what border incidents have e

definite part in the overall northern Rorean plan for neutralisation

of southern Korea's capacity to resist, Border raids and battles are
designed probably to accomplish the following northern Korean objeotives:
(1) to test the oapabllities of southern defenses; (2) to disorganize
and disperse defense concentra:ions along the two mein invasion routes
into eouthern Korea; (3) to force a concentrationm of Korean seourity
foroes along the 38th Parallel, leeving the Republioc®s interior exposed
to guerrille activity; (4) to maintain an stmosphere of fear in southern
Koreec; (5) to five combat experience to northern Korean troops; and

(6) to forestall an invasion of the north,

ClilA

CCP sornmand shuffle--The rece't assigmment of leading Comrmnist military 7B°®
figures to high politioal positions may indicate that the Communist High
- Command now belleves the military phase of the revolution is all but
finished and of less importance thas politioal and economic aspeots of a
peaceful future. Appointments of top-rank commanders CHEN Yi snd L1U
Po-cheng to senior pesitions in Shanghai end Nanking, appear normal and
logical sinoe these seotors must of necessity operute under martial! law
for the present, While additionally reflecting the known Communist lack
of accomplished administrators, these appointments also reflect a desirs
to exploit the vast prestige of these leaders and in some depree to re-
ward them for past accomplishments. The Communist Party may also wish

to separate these tremendously populer soldier~herces from direct comnand
of their combat troops.

CHEN and LIU are expected to remain in charge of the lower Yangtze
valley at least through the consolidation stage. In view of the need for
trade, the Comnunists also may have decided to exploit these leaders?
reputation for being native~minded Communists, relatively tolerant of the
Wost, ihile unity of political and rilitery policy in the lower Yangtze
valley thus is assured, the region may well emerge as = seni~-independent
entity under CHEN and LIU, taking only genersl direotion from central
Communist headquarters.

For thies purpose both men sre excellent choioces and each has demonw
‘etrated consliderable past administrative ability in organising militery
governments in hls respective area during the period when military control
fron Yenan was loose and generalized. Sinoce they remain available for the
plenning stages of any new operations, moreover, thelir absence fronm active

sy
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comand will probebly not detract materially from future ~ndlitary
sucoesses on the part of such lesders as PENG Teh~huai, LIV Piso and
MIEH Jung-ohen, who retain their combat commands.

Corunist infiloraticn of Taiwsnu--'hile the Matioualiste successfully MAK

evacuerted elements of at leagt ~irht armiss frenm Shanrhal and Tsinrtao

to Taiwen,wpine the island's total troops to at least 100Q,00C, there

ig reseon to doubt Nationalist ability to derive any preat bcn& it from

thle concsntration of strenpth, <2cemt reports indicate that Corrunict
infiltration of the island is alrcady underway. Communist radic propa-

;Lmda aimod at Taiwan, promisin-~ the Taiwarese “liberaflu"" from Hatiune

elist oppression, is rerortedly rwotire with "some succesa® The CCF

is mlso suid tn ¢ buying over -ravincial officials, oar;azwlsrlv palice.

in s 464?10n, a"u official on the islend wes reaently advised against

,r&vplinv on ths eastern coest o the island tecause of *ih- srusence of

nEerous  armed Slasidents thers,

Hanionalis? Coverncr CUEN Chenrs reportedly has 1ittls Cirste-iang
krovledpge of wha' is actually Furoening on Taiwan. There if & wide=
srrecd laak of stablility umonpy Meilonalist political oresnms and dise
engion g rirs in regular troow unils, as well as ir the ALr Force
vad the Navy, Lvecuated troops from Shanphed and Taingtao clope the
prrts and nresent & stagpering 2illeting problem in the wlready overs
erawded lalund, Foor and discr‘uriﬂator" pay, miscrable leaderzilp and
iww nerale cauge some officials to express "preat worry" soncerning
eritinmed traop lovalty,

bithin the flustered lNntienaict ranks on Taiwan there ig, =3
no sz';earl.;r orynsteilized determl,zaxi,{m te firht the Commurists, The
evortual emerconcs of wueh s de Jaoreination remains provlenmtics Alvhourh
Wilion, jdust oopesite Taivmn on r.h'* nainlard, is alresdy Comagiicte

§

*3“

ir z-ste:u ir its wegtern pards a:! Frochow and Anoy, its rajor noris,
ers Yhreatened, the Iikelihood of lirsot Communist militsr rv agsault

n Ualian is still remcte, OHIANN Kai=-chek, therefors, will probe»‘-l:z
¢ eble to retair control of the tsland at least throush 1043 huat,

cver a lonyer period, his pro::;.v,,t:" of it} istanding Comminist e}::ﬂ sien -
thee hoth of Maticnalist confusion snd of deep-sented Taimrese onrge
§.tion te kis rerine are vary rooe,

&

3
Y
{

CUT resteres Yarc-tze valley transmrt»-‘me CCP's swif't reapenines of won
Tir.::j ted transportation faciliti-s ir the Yanptze vu‘?my TRy perrit g
rerival of corrwerce in the newl: tocupd *i arce and, by peraittins

shipnents of =ics, cotton, cosl und exrors cormodities, muny brins
Shenphal eore messure of tempor.ry econonic reliaf., Restoration of

'ﬂmwrnai's industry and commercs, however, depends upon & edagasta
fueld auer for +he Shsnghai Power Conpany, among other tii .rs, nnd

[
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the Touer Company presently uses oil for fuel. Although any oil
shortare could be partly allevisted by reconversion to coal, the
Communiets probably cannot transport enough coal to maintain full
pover generation in Shanghai except by the movement of North China's
coel by means of chartersd feorsiyn vessels.

The fow river vessels left behind by the Nationalists in Shanghei
and other portes on the Yanpgtse liver bepen a Shanpgbsi-lankow run on
5 June and two more scheduled runs were soon established. Uverland
transport in the lower wulley, ehiefly on the Tentsin-Pukow and
Nerkinz-Shanphai railroad lineas, lee Leen briek. Snall amounts of
llwvainan coal have been rushed to Nankirng snd Shanphei, as well as
larrer ahipments of rice and edible oils from Wuhsi end other rics
mariets in the Yanptze delta, The Paipirng-Hankow reilroes is not
yet open to throuph traffic but a sestion in Honer province north of
Raskew whoclc be in opsration soon, as should the hanrohow-Bonohang
gaction of the Chekiang-Kiangsi railroad.

IHUOCHI 1A

a—r s nats

Bar Del's nroblems-~Bao Dei arrived in Ssirpon on 13 June fron Dalat an
to prepare plens for an exchanre of letters between himseif and French
Ligh Core:issioner Pirnon and possibly to annnunce his oabine® as wall
es arrange & trip to lue end lanoi. Thers aprears to be s rigunder=
standing between Plgnon and the influential Covernor of Continching,
Tran-van-lfau, as So the tining of the Bao Dai cabinet armcuncement,
Pirmen expects this sotion to tske placs before Bau lei's visit to

the north, but Huu beliewes that it may he postponed pending fuarther
ennylderation of the cabinet's norpositicn. Huu's view aroenrs the
more likely, sines the persomal feuds, jeslousies, and embitions of
various pelitioal leaders are riving Bac Iml eerious diffieulty in

the chcolee of ministers, In this vonmcetion, Bao Dai is asgiducusiy
eourtir: ssrtain "moderate™ resistence elovenis for inclugion in his
goverament. : -

Vesp.te Liph Cormmissionsr Pipnon's offorts to implenent the Bac
i plan as repidly as pessible, French colonial "diehnrds"rave revives
e hope of orushing the resietance by military force and thus reimposing

43 ench oolonial cont 5 n ing
25X1X effective French onlonial control over all I dochina

particularly supportes this view
and sugprests enployment of guerrilia methods as the best stratery Tor
restoration of Indoshina to & “peaceful, prewnr status” under Fraxch
domination., Vhile other militery -fPicials arc almost unanimens i
desiring the ultinate return of cemplete French authority, they #iYy
as to the best nilltary stratery under the sircumsstances. I ig CHE

R
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therefore, that Bac Dai's many provlems in sctivating his vrovosed
resime will be agpravated by sabotale on the French edninistrative
level and his prospects of eventual success still anpear to be very
pC": s

- PHILIFPILS
heliodmiasiaboliubbeiol

Qu:rino noninated for presidencoy-=The Quiriniste fectlon of the Liberal e
Par.y helc 1ts convention on 11 June and, os expected, unazirously

nomirated Presgident Quirino as Party candidate for the presidency.

Tr2 convention failed to agree on a vice-presidential nominee and

adjourned on 12 June after resclving to let Quirino himself choose

his runninp-mate, The protlem of selecting the 8-man senatorial

slate was shunted to the Party's executive ocomittee.

Jose Yulo is now considered to be Quirino's proballe choice.
Yuln, & prewsr Spesker of the liouse, was Chief Justice of the Supreme
Court in the Jepanese puppet rovernnent end is a prominent landownev
and corporstion lawyer. [lis orice ic hiphs Quirine las tcld the WS
Aribassador thet, in return for accepting the vice-preciidercy, Yulo
wizres te be conourrently Sgcretary of Finance and hawve a frec hand
in shaping the Gevernment's plans for economic develomment,

Perhaps the most significant politicel development at ihs conven=
tion was Senator Tanada®s drematic and unexpected resirmmation from tre
Libarnl Party. Ihnaua, who hat an excellent record and has wped an
egrressive fipght In the Senate for honest governmment, had been asked oy
Prasident Quirino to <eliver the onnventionts keynote address. In two
letters relessed to the puhliﬁ on 12 June, Tanads refusged to deliver
the address, accused louse Sneaker Pupenio Perez (President o the
Liberal Party) of venefitting financially from the Chinese irmmipgration
qucty wve»en and chavrged Quirine with having riven his sarroval to the
sale of quotne. Tanada denounced the Liberal Pa"t} campairn for a

"glcer, honest, and efficient rovermment” as a "npiese of hardened
eyaleism”, Peth Quiriro end Percz immediately donied the charges,
Although the full erTest of Tanade's resignation upen election politios
canr.ot yet be deteniined, it is certain to result in additional votes

. for L&urw; who hag been ﬂosirg g an honest and efficient ger-mant of
the people.

El
i

AU TRALIA

Slection prepartiong~=-Although the doninent laber Party's camnai-n hes now
not yei fully bepgun, it will comnence in eurnest at the close of the
ourrent legislative session which is expected abmt 1 July. Labor
Party leadsrs arc presently oceupied with the selection of cmndidotes
iﬁi and the determinntion of a platform to be presented at the arnual con-
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ference which will be held in the near future. The Party avnears to
neve net difficulty in reaching a decision on such controversial issuss
as the support of incentive wage payments as a means of incressing
praduction, the suppression of Communist activity and the course of
action should the Covernment lose the bank nationalization case, now
pending decision by the Privy Council.

In addition, labor Farty leaders are faced with disesntion anonp their
their followers, growing from a feeling that some leaders have lost
tuuch with their lubor backpground, As an exanple, twe left-wlng Cablinot
members, Be Jo Werd and Donald Cameron=~both of whom htmve recently
lcss influence in the labor Perty--appear te be leading a "beck-toe
lebor" moverent with the support of left-wing unions asnd Communists.
Visrd lutely incurred the wrath of Labor Party officials by openly cor-
denndng the Goverrmment®s irmmigration program and was publicly rebuled
by Trime Minister Chifley. Nevertheless, Wariwas probally voieing the
fears ' n considerabls sectlon of labor which remains antaronistio
competition by irmigrant workers,

lieanwhile, *he Liberal und Country perties are still deadlocked in
their efforts to nerge and vresent s unified opposition in the coring
gereral e2lostion, The principal barrier is still the state of Viectorla,
where an attenpted Liberal-Country Party ccalition failed te win the
enoperatlon of all elements of the former Country Psrty.
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